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January  1977 

The  President 
The  White  House 
Washington,  D.C. 

Mr.  President: 

This  Report  of  the  Secretary  of  Agriculture  1976  outlines  the  services  provided  and 
programs  administered  by  the  United  States  Department  of  Agriculture  during  the 
year. 

I  am  pleased  to  forward  this  report  to  you. 

Sincerely, 


^7 


JOHN  A.  KNEBEL 
Secretary 
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ADMINISTRATIVE  MANAGEMENT 

Introducing  business  concepts  and  management  disciplines  into  the 
bureaucracy,  the  staff  continued  to  supply  improved  centralized 
services  at  lower  costs,  to  provide  management  policy  to  agencies,  and 
to  upgrade  the  Department's  management  support  system.  Some  of 
the  staff  offices'  significant  accomplishments  are  shown  below. 
Management  The  Department's  management  system  tracked  1 62  agency  program 
and  Finance  and  policy  objectives.  As  a  result  of  this  system,  Assistant  Secretaries 
were  alerted  to  some  62  program  problem  areas,  such  as  the 
unanticipated  rapid  growth  in  the  crop  insurance  program  and  the 
large  resource  needs  for  federalizing  the  State  MPI  systems. 

The  Office  of  Management  and  Finance  (OMF)  developed  the 
Department's  first  management  improvement  planning  process  in 
which  specific  projects  were  developed  by  the  Management  Council 
and  the  staff  offices. 

OMF  supported  the  Department's  campaign  to  reduce  forms  and 
reports.  This  campaign  resulted  in  reducing  forms  by  27  percent, 
reports  by  15  percent,  and  saved  $22.6  million  annually.  Also,  358 
forms  and  106  reports  were  improved. 

OMF  continued  work  on  developing  the  Departmentwide 
centralized  accounting  system  which  was  implemented  for  8  small 
agencies  and  1 1  staff  offices.  The  purchase  order  system,  implemented 
Departmentwide  on  October  1,  will  make  approximately  $400,000 
vendor  payments  centrally  each  year.  Replacing  a  keypunching  system 
saved  the  National  Finance  Center  $150,000  a  year.  Collecting  excess 
travel  advances  saved  USD  A  $126,000  a  year.  OMF  saved  over 
$200,000  in  personnel  costs  by  statistically  sampling  travel  vouchers. 
Automated  The  Office  of  Automated  Data  Systems  (ADS)  continued  to 
Data  Systems  improve  the  reliability  of  all  USDA  computer  centers.  Twenty-nine 
percent  more  jobs  were  processed  in  fiscal  year  1976  at  a  decreased  cost 
per  job  of  some  23  percent — from  $19.1 1  in  fiscal  year  1975  to  $14.40  in 
fiscal  year  1 976.  ADS  successfully  installed  new  computers  in  the  Fort 
Collins  and  the  St.  Louis  computer  centers  and  instituted  the 
Department's  standards  program,  the  ADP  management  plan,  and  the 
ADP  policy  and  procedures  manual.  It  also  reconfigured  the 
Department's  wideband  data  communications  network  that  provided 
increased  backup  at  an  annual  savings  of  $61,000. 
Audit  The  Office  of  Audit  issued  to  responsible  Department  officials  2,300 
audit  reports  with  findings  and  recommendations  involving  potential 
monetary  benefits  of  over  $52  million.  It  materially  strengthened 
computer  and  systems  development  capabilities.  Audit  emphasis  was 
re-directed  to  systems  management,  program  effectiveness,  and 
operating  efficiency  reviews  to  better  assist  management  during  its 
decisionmaking  process. 
Operations  The  Office  of  Operations  designated  587  additional  agricultural 
service  centers  during  fiscal  year  1976,  bringing  the  total  to  1,125.  Of 
these,  about  500  were  reported  operational  by  State  administrative 
committees.  It  established  showrooms  for  rehabilitated  office 
furniture  to  encourage  its  use,  which  reduces  by  75  percent  the  costs  of 
new  furniture.  The  office  negotiated  33  blanket  pruchase  agreements, 
enabling  the  Department  to  save  about  $192,000  a  year  through 
quantity  discounts.  It  instituted  a  program  to  reduce  telephone  costs, 
which  resulted  in  removing  736  excess  telephones  at  a  svaings  of 
$148,000  a  year.  Average  monthly  inventory  for  plant  and  copier 
stations  was  reduced  from  $150,000  to  $75,000  while  providing  some 
level  of  service.  Central  supply  costs  to  agencies  were  reduced  by 
$29,000  by  sending  mail  fourth  class,  and  the  Department  was  saved 
$81,000  by  use  of  commercial  bills  of  lading. 


Personnel  As    part    of  the   executive   development    system,   the  Office  of 

Personnel  initiated  the  Agricultural  Management  Planning  Seminar 
and  the  personnel  interchange  program.  After  field  tests  involvingover 
3,000  employees,  final  development  work  was  completed  on  a 
Departmentwide  merit  promotion  and  employee  appraisal  system 
which,  when  implemented,  will  result  in  more  consistent  and  timely 
promotion  actions.  The  Department's  regulations  on  ethics  and 
conduct  were  revised  and  6, 142  employees  were  trained  in  the  subject. 
Equal  The  Office  of  Equal  Opportunity  completed  a  full-scale  assessment 

Opportunity  of  civil  rights  compliance  mechanisms  in  six  USDA  agencies.  This 
assessment  uncovered  a  general  lack  of  accountability  and  effective 
evaluation  for  performing  these  reviews. 

A  report  on  USDA  programs  affecting  migrant  agricultural  workers 
was  completed.  As  a  result,  a  new  policy  has  been  adopted  in  the  food 
stamp  program  permitting  migrants  to  transfer  their  eligibility  status 
during  the  working  season. 

OEO  maintained  its  responsibility  for  leadership  and  coordination 
of  USDA  efforts  to  improve  services  to  American  Indians,  including 
reviews  of  four  Indian  reservations,  and  improved  communications 
with  major  tribes  and  Indian  organizations.  As  a  result,  the  Farmers 
Home  Administration  now  permits  assigned  income  as  well  as  land  to 
serve  as  collateral.  A  procedure  for  evaluating  civil  rights  impact  of 
proposed  legislation  was  implemented  by  OEO. 

OEO  increased  8(a)  awards  by  56  percent — from  $4. 1  million  to  $6.4 
million.  It  negotiated,  on  a  pilot  basis,  the  first  minority  8(a)  contract 
in  the  commodity  area  (in  cooperation  with  Agricultural  Marketing 
Service)  with  a  southwestern  Hispanic  firm. 
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AGRICULTURAL  MARKETING  SERVICE 

Through  action  by  its  Consumer  Responsiveness  Panel,  the 
Agricultural  Marketing  Service  (AMS),  has  formulated  a  consumer 
representation  plan  calling  for  several  departures  from  established 
agency  policy.  It  includes  the  issuance  of  a  notice  of  intent  prior  to 
more  formal  actions  to  allow  more  consumer  participation  in 
decisionmaking. 

To  help  AMS  evaluate  its  regulatory  programs  and  their  effect  on 
the  marketing  system,  a  new  advisory  committee  was  established  and 
met  twice  in  1976.  The  2-year  committee  will  examine  AMS  programs 
such  as  marketing  orders,  economic  regulation,  inspection,  and 
grading. 

A  uniform  grade  name  policy  for  fresh  fruits  and  vegetables  went 
into  effect.  Under  the  policy,  U.S.  Fancy,  U.S.  No.  1,  U.S.  No.  2,  and 
U.S.  No.  3  will  be  the  grade  names  applicable  to  all  fresh  fruits  and 
vegetables.  New  nomenclature  will  be  used  when  existing  standards 
are  revised  or  amended,  or  new  standards  issued. 

Following  lengthy  litigation,  revised  beef  grades  went  into  effect  in 
February.  Transition  to  new  standards  has  gone  smoothly.  Poultry 
and  rabbit  grading  regulations  were  revised  and  new  standards  for 
rabbit  parts  were  adopted.  Flue-cured  tobacco  standards  were  revised. 
Changes  in  the  grade  standards  for  butter  were  proposed. 

AMS  blocked  a  5-percent  increase  in  railroad  freight  rates  on  grain 
in  early  1976,  when,  on  the  basis  of  its  protest,  the  Interstate 
Commerce  Commission  denied  the  increase  sought  by  the  western 
railroads.  AMS's  action  resulted  in  freight  savings  of  approximately 
$25  million  to  western  grain  farmers. 

AMS  continued  to  take  steps  to  improve  the  accuracy  of  the 
weighing  of  grain  at  export  grain  elevators.  During  the  year,  Federal 
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licenses  to  weigh  grain  were  suspended  or  revoked  for  42  weighers 
licensed  under  the  U.S.  Warehouse  Act.  These  individuals  had  been 
indicted  by  Federal  grand  juries  for  activities  involving  the  "short- 
weighing"  of  grain.  Affirmative  action  programs  were  established  and 
implemented  at  43  export  elevators  to  improve  the  weighing  process. 
Beef  Research  Following  enactment  of  the  Beef  Research  and  Information  Act  on 
and  Information  May  28,  1976,  AMS  held  a  public  hearing,  with  sessions  at  six  cities, 
on  a  proposed  beef  research  and  information  order  submitted  by  an 
industry  group.  Based  on  the  record,  the  Secretary  may  issue  an  order 
to  establish  a  producer-funded  nationwide  research  and  information 
program  for  cattle  and  beef  administered  by  producers  and  monitored 
by  AMS.  The  program  would  become  effective  only  if  approved  in  a 
producer  referendum. 

Administration  of  the  misbranding  provisions  of  the  Perishable 
Agricultural  Commodities  Act  was  strengthened  by  a  U.S.  Court  of 
Appeals  decision  upholding  the  suspension  of  a  Main  potato  shipper's 
license.  In  the  decision,  the  court  stated  the  shipper  has  an  "absolute 
duty"  under  the  act  to  insure  that  the  commodity  it  ships  under  a 
Federal  grade  mark  complies  with  the  Federal  grade  standards. 

Because  of  equity  problems  among  producers  who  are  supplying  a 
regional  market,  but  are  receiving  different  prices  because  their  milk  is 
priced  under  separate  milk  marketing  orders,  the  trend  toward  fewer 
but  larger  orders  continues.  In  1976,  three  order  mergers  were 
completed,  involving  two  order  in  New  England,  four  orders  in  the 
upper  Midwest,  and  three  orders  in  Tennessee.  Two  additional  merger 
actions  are  in  progress,  which  could  reduce  the  number  of  orders  from 
50  to  45  by  the  end  of  1977. 

AMS  is  moving  to  include  public  members  on  fruit  and  vegetable 
marketingorder  committees.  In  recent  actions,  provision  was  made  for 
such  members  on  the  nectarine,  plum,  peach,  and  pear  committees. 

Greater  dissemination  of  market  news  and  reduced  mailing  costs 
were  attained  by  increasing  direct  reporting  to  news  media  and  use  of 
automatic  telephone  answering  devices — from  184  in  1975  to  234  in 
1976.  Also,  eight  commercial  or  trade  agencies  which  disseminate 
market  news  had  direct  connections  to  the  leased  wire  system  in  1 976. 
AMS  began  reporting  sugar  market  news,  gross  beef  carcass  value 
based  on  wholesale  prices  of  fabricated  cuts,  and  added  a  number  of 
new  fruit  and  vegetable  and  grain  reports. 
Grain  and  Seed  Grain  standardization  and  inspection  functions  were  transferred  to 
the  new  Federal  Grain  Inspection  Service  November  20.  The  grain 
market  news,  seed  inspection,  and  plant  variety  and  food  purchase 
programs  will  remain  in  AMS  as  part  of  a  new  grain  and  seed  division. 
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AGRICULTURAL  RESEARCH  SERVICE 

Harnessing         A  medium-priced,  three-bedroom  family  dwelling  heated  with  solar 

the  Sun     energy,  designed  by  ARS,  has  been  built  near  Greenville,  S.C.  The 

house  will  be  occupied  year-round  and  performance  measured  during 

the  year.  Other  ARS  research  involving  solar  energy  includes  solar 

grain  drying,  heating  and  cooling  milkingparlors.  heatingpoultry  and 

swine   houses,   drying   poultry  manure,   and   heating  and   cooling 

greenhouses. 

Tobacco— A         A   high-quality  protein  byproduct  of  tobacco  production  could 

Future  Food?     become  a  source  of  food  for  humans  and  animals.  ARS  scientists 

recently  found.    Removing  this  protein  (Fraction- 1-Protein)  from 

tobacco  may  also  eliminate  undersirable  components  from  tobacco 

smoke.  Fraction- 1-Protein  has  a  nutritional  value,  based  on  amino 

acid  composition,  comparable  to  milk  but  surpassing  that  of  soybeans. 
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A  damaging  fungus  disease  of  alfalfa  in  Europe,  Verticillium  wilt, 
has  been  found  for  the  first  time  in  the  United  States  by  ARS  scientists. 
Full  extent  of  damage  caused  by  the  wilt  has  not  yet  been  determined. 
More  extensive  surveys  and  tests  must  be  done  before  the  prevalence, 
damage,  and  potential  of  this  new  desease  in  the  United  States  can  be 
determined. 

ARS  scientists  have  developed  a  new  process  for  making  leather  that 
can  be  drycleaned  in  coin-operated  machines.  The  new  process,  called 
PolyRetan,  unites  chemicals  with  the  leather  at  the  molecular  level 
rather  than  coating,  mixing,  or  impregnating  the  leather.  Also, 
PolyRetan  leather  is  stronger  and  stretches  better,  and  will  not  support 
mildew  growth. 

A  new  concept  in  vaccines  is  being  used  experimentally  to  protect 
livestock  against  foot-and-mouth  disease.  The  new  experimental 
vaccine,  developed  by  ARS  scientists,  is  made  from  a  protein  from  the 
noninfectious  coat  of  the  virus.  By  contrast,  virus  vaccines  used 
throughout  the  world  today  on  both  livestock  and  people  are  made 
from  whole  killed  viruses  or  weakened  live  viruses. 

ARS  scientists  will  participate  in  a  national  agricultural  pesticide 
assessment  program  to  assist  the  U.S.  Environmental  Protection 
Agency  (EPA)  in  a  comprehensive  evaluation  of  pesticides  needed  in 
the  production,  processing,  and  distribution  of  crops,  livestock,  and 
forest  products.  There  are  about  170  active  ingredients  formulated  into 
thousands  of  products  used  primarily  to  protect  agricultural  products 
against  harmful  insects,  weeds,  diseases,  and  other  pests  that  EPA  lists 
as  candidates  for  assessment. 
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AGRICULTURAL  STABILIZATION 
AND  CONSERVATION  SERVICE 

Activities  and  decisions  made  by  ASCS  during  1 976  continued  the 
policy  of  a  market-oriented  farm  economy.  In  fiscal  1976,  farmers 
received  only  $216.4  million  (excluding  disaster  payments)  in  direct 
payments  from  the  Government.  The  compares  with  $389.7  million  in 
1975  and  $3.7  billion  in  1970. 

Under  new  rice  legislation,  similar  to  legislation  for  wheat,  feed 
grains,  and  cotton,  many  of  the  old  planting  and  marketing  restrictions 
were  removed.  CCC  made  loans  on  2 1.5  million  cwt.  of  rice,  of  which 
19  million  cwt.  (about  $167  million  worth)  were  forfeited  to  CCC. 

The  price  support  on  peanuts  was  raised  August  1  from  $394.50  to 
$414  per  ton.  The  cost  of  the  program  is  estimated  at  $75  to  $100 
million  in  1976. 

Farmers  experienced  poor  growi ng  conditions  in  many  parts  of  the 
country  during  1976.  As  a  result,  applications  under  the  disaster 
payment  program  jumped  from  230,43 1  as  of  early  December  1 975  to 
about  366,000  in  December  1976.  Payments  during  the  same  period 
went  from  $89  million  to  $189.3  million. 

The  number  of  ASCS  employees  continued  to  decline,  dropping 
from  1 1,015  in  January  to  10,813  in  November,  a  reduction  of  202,  or 
1.7  percent.  This  is  in  line  with  a  policy  of  cost  savings  and  reduced 
requirements  for  required  contacts  between  farmers  and  the  agency. 
Since  1969,  agency  employment  has  dropped  from  1  8, 180  to  10,813,  a 
40-percent  reduction.  This  was  done  without  sacrificing  efficiency  or 
the  agency's  mission. 

For  the  fourth  consecutive  year,  ASCS  announced  that  no  cotton, 
feed  grain,  or  wheat  cropland  would  be  set  aside  from  production  as  a 
condition  for  eligibility  for  Federal  farm  programs.  No  target  price 
payments  were  made  under  the  1975  wheat,  feed  grain,  or  upland 
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cotton  programs  or  under  the  1976  wheat  and  barley  programs. 

Disaster         Twenty-one  million  bushels  of  oats  were  distributed  during  the  year 

Assistance     as   emergency  feed.   This  exhausted  CCC-owned  stocks,  and  the 

Rendered     program  was  terminated  on  November  2.  Drought  relief  was  provided 

cattlemen  and  dairy  farmers  by  sharing  hay  transportation  costs  and 

the  cost  of  transporting  cattle  to  pasture.  Where  feed  shortages  arose 

because  of  drought,  ASCS  allowed  farmers  to  harvest  damaged  corn 

and  sorghum  for  forage,  without  making  deductions  from  regular 

disaster  payments  for  the  feed  value  of  the  forage.  In  December,  a  new 

disaster   feed    program   was    announced   to   assist    in   maintaining 

foundation  livestock  herds  in  several  States. 

Wheat  placed  under  Government  loan  climbed  to  148.3  million 
bushels  on  November  30,  1976,  up  from  31.8  million  bushels  a  year 
earlier. 

The  dairy  support  price  was  raised  April  1  from  $7.71  per  cwt.  to 

$8. 13  (80  percent  of  parity  for  that  date).  Following  quarterly  reviews, 

support  was  raised  again  effective  October  1  to  $8.26  per  cwt.  (80 

percent  of  parity),  but  was  left  unchanged  for  the  quarter  beginning 

January  1.  During  the  year,  CCCbought  307  million  pounds  of  nonfat 

dry  milk,  butter,  and  cheese  worth  about  $  179. 1  million.  It  also  sold  95 

million  pounds  (worth  $49.8  million)  and  donated  224  million  pounds 

(worth  $149.5  million). 

Change  Made        Effective  June  1,  the  wheat  marketingyear  was  changed  from  July  1- 

In  Wheat     June  30  to  June  1-May  31.  This  also  applied  to  oats,  rye,  barley,  and 

Marketing  Year    flaxseed.  The  marketing  year  for  corn  and  sorghum  remains  October 

1-September  30. 

Flue-Cured         During  the  past  year,  Government  loan  stocks  of  flue-cured  tobacco 

Tobacco     increased  250  million  pounds,  a  70-percent  increase  over  the  previous 

Inventories     year.  Part  of  the  reason  for  this  increase  is  that  the  steadily  escalating 

Increased     loan  level,  mandated  bylaw,  has  made  U.S.  tobacco  less  competitive  in 

world  markets  and  brought  about  an  increase  in  imports  and  a 

decrease  in  exports. 


ANIMAL  AND  PLANT  HEALTH 
INSPECTION  SERVICE 

Hog  Cholera  Outbreaks  of  the  deadly  swine  desease,  hog  cholera,  were 
successfully  stamped  out  in  New  Jersey,  Rhode  Island,  Massachusetts, 
and  New  Hampshire.  The  last  quarantine  was  lifted  in  September. 
Surveillance  is  continuing. 
State  Takeovers  APHIS  has  assumed  State  meat  and  poultry  insepction  programs  in 
California  and  Massachusetts  with  no  interruption  in  service.  Thus  far 
17  States  have  transferred  their  meat  inspection  responsibility  to 
APHIS  (largely  for  budgetary  reasons),  and  24  States  have  turned  over 
responsibility  for  poultry  inspections. 
Medfly  An  infestation  of  Mediterranean  fruit  fly  was  discovered  in  Los 
Angeles,  California,  near  the  end  of  1975.  For  the  next  8  months. 
APHIS  released  some  568  million  sterile  flies  in  the  100-square-mile 
infested  area.  Since  no  offspring  result  from  matings  between  sterile 
and  normal  flies,  the  pests  "bred  themselves  out  of  existence,"  with 
eradication  occurring  before  the  destructive  insects  could  spread  into 
valuable  commercial  fruit  groves. 

Screwworm  The  joint  Mexico-U.S.  screwworm  eradication  program  saw  two 
major  goals  reached  in  1976:  Dedication  of  the  new  sterile  fly 
production  plant  in  Tuxtla  Gutierrez,  Mexico,  and  the  production  of 
200  million  sterile  flies  per  week  at  that  plant. 

MPI  Study  A  $371,848  contract  was  let  by  APHIS  to  Booz,  Allen  and 
Hamilton,  Inc.,  to  make  a  9-month  study  of  the  Federal  meat  and 
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NAPPA  Agreement 


poultry  insepction  program  and  to  make  recommendations  to  the 
Secretary  for  improving  the  efficiency  of  the  inspection  system. 

On  October  14,  APHIS  officials  and  representatives  of  agricultural 
agencies  of  the  Mexican  and  Canadian  Governments  signed  the  North 
American  Plant  Protection  Agreement,  a  pact  unifying  efforts  to  solve 
continental  pest  problems.  Three  years  in  the  making,  the  agreement 
formalizes  working  relations  between  plant  protection  agencies  in  the 
three  countries,  gives  legal  authority  to  programs,  sets  standards  and 
regulations  adopted  for  pest  control  throughout  North  America, 
allows  antipest  programs  to  be  merged  when  necessary,  and  makes 
rules  governing  some  quarantine  procedures  more  uniform. 
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COOPERATIVE  STATE  RESEARCH  SERVICE 

The  Cooperative  State  Research  Service  (CSRS)  played  a  major 
role  in  the  Bicentennial  Research  Symposium  put  on  by  CSRS  and  the 
17  historically  black  land-grant  institutions  of  the  South  and  border 
States.  CSRS  proposed  the  idea  to  the  schools  and  helped  support  the 
symposium  with  funds  and  staff.  A  medallion  was  struck  by  the 
institutions  to  celebrate  the  event.  Also,  a  133-page  book  was 
published,  bringing  together  for  the  first  time  the  history  of  research  at 
these  institutions.  It  also  carried  five  major  papers  that  reviewed  the 
research  at  these  institutions  in  animal  science,  plant  science,  human 
nutrition,  rural  development,  and  natural  resources.  Some  400  scien- 
tists and  administrators  attended  the  3-day  symposium  November  1  1- 
13  in  Washington,  D.C.  Almost  100  research  reports  were  given  during 
the  course  of  the  symposium. 

A  regional-national  research  planning  system  was  implemented 
among  the  States  and  USDA  during  the  year  via  the  Agricultural 
Research  Policy  Advisory  Committee.  ARPAC  formed  the  National 
Planning  Council  to  coordinate  research  planning  among  these 
systems.  Regional  research  planning  systems  are  now  operational  in 
the  four  regions  of  the  country.  These  systems  provide  a  way  for 
coordinated  agricultural  and  forestry  research  planning  throughout 
the  country. 

CSRS  was  active  in  the  pesticide  area  the  past  year  as  one  of  the 
USDA  and  Stateagencies  and  institutions  contributing  to  the  national 
agricultural  pesticide  assessment  program  to  assist  the  U.S.  Environ- 
mental Protection  Agency  in  a  comprehensive  evaluation  of  pesticides 
needed  in  the  production,  processing,  and  distribution  of  crops, 
livestock,  and  forest  products.  In  addition,  CSRS  is  publishing  a 
pesticide  letter  to  help  key  scientific  and  administrative  staff  keep  up 
with  the  fast-changing  field  of  pesticide  regulation.  CSRS  also  has 
worked  with  the  interregional  research  project  IR-4  to  evaluate  current 
data  and  needed  research  to  determine  tolerance  limits  of  chemicals  for 
minor  uses  on  agricultural  products. 

A  "booster'1  application  of  fertilizer  to  the  leaves  of  soybeans  has 
been  found  by  Iowa  Experiment  Station  scientists  to  boost  yields  23  to 
26  bushels  per  acres.  The  crop  is  first  fertilized  via  soil  application.  The 
supplemental  fertilizer  goes  on  precisely  to  the  leaves.  This  boosts  the 
plant  to  full  photosynthetic  effeciency  during  the  grain-filling  period. 
Currently,  the  practice  would  make  money  for  the  farmer  if  it  only 
gave  an  8-bushel  boost. 

A  computerized  method  to  predict  more  exactly  how  much  heat  is 
needed  to  dry  lumber  is  being  worked  out  by  North  Carolina  station 
scientists.  Kiln-drying  takes  lots  of  energy.  Knowing  precisely  how 
long  it  will  take  under  any  set  of  conditions  will  help  cut  time,  cost,  and 
energy  use. 
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ECONOMIC  RESEARCH  SERVICE 

Alternatives  for  1985  sketch  out  world  supply-demand,  price,  and 
trade  prospects  for  oilseeds  and  their  products.  Even  if  there  is  more 
competition  from  palm  oil,  the  findings  point  to  continued  profit- 
ability for  U.S.  and  Brazilian  soybean  producers. 

Current  agricultural  legislation  expires  during  1977.  An  ERS  report 
reviews  legislative  options,  economic  and  political  settings,  and  inter- 
national considerations.  The  report  will  serve  as  a  handbook  for 
interested  groups. 

Benchmark  studies  for  annual  production  costs  of  major  crops  have 
been  updated  for  1976.  Cost  changes  varied  from  an  8-percent  gain  for 
cotton  to  a  2-percent  decline  for  corn,  generally  because  lower  fertilizer 
prices  helped  offset  cost  increases  in  other  items.  Per  acre  costs  will 
probably  rise  4  to  7  percent  in  1977. 

The  U.S.  farm  population  in  1975  declined  400,000  from  a  year 
earlier  to  8.9  million.  Average  loss  for  1970-75  was  2.1  percent 
annually,  substantially  less  than  for  other  recent  periods.  The  South 
had  a  heavier  loss,  down  1 6  percent  since  1 970,  but  the  West  gained  5 
percent. 

A  study  of  the  impact  of  coal  mining  in  the  northern  Great  Plains 
explores  economic,  enviornmental,  and  social  effects  of  development 
on  towns,  farmers,  and  other  groups.  Preliminary  results  indicate  that 
coal  development  has  reversed  a  long-term  population  outflow,  and 
that  coal  mining  will  disturb  less  than  1  percent  of  the  land. 

A  new  ERS  study  compares  domestic  food  production  levels  in 
low-income  countries  with  requirements  necessary  to  maintain  and 
increase  current  per  capita  consumption  levels. 

Total  business  receipts  and  gross  national  product  rose  more  in  1972 
and  fiscal  year  1974  than  they  would  have  without  food  stamp  or 
school  lunch  programs.  Industry  sectors  with  the  larger  gains  in 
business  receipts  from  the  programs'  effects  generated  more  jobs  than 
they  would  have  otherwise  while  some  other  sectors  suffered. 

A  continuing  ERS  study  on  the  western  sheep-producing  industry 
will  seek  reasons  for  its  decline,  and  evaluate  predator  control 
programs.  The  study  has  already  generated  reports  describing  the 
industry  and  showing  that  coyotes  are  a  major  cause  of  lamb  loss. 

A  study  on  Egyptian  agriculture  identified  the  major  constraints  to 
increased  productivity,  emphasizing  soil  and  water  management, 
improved  cropping  patterns,  dairy  industry,  new  lands,  and  research. 


EXTENSION  SERVICE 

Helping  Farmers         Through  Extension  programs,  more  than  1.2  million  small,  part- 

With  Limited     time,  limited-resource  farmers  gained  know-how  in  farm  business 

Resources      management,     organization,     and    the    acquisition    of    additional 

resources.  Pilot  projects  in  several  States  helped  these  farmers  realize 

financial  self-sufficiency  or  find  other  work  if  they  were  unsuited  to 

farming.  In  Missouri,  for  every  dollar  invested  in  the  pilot  project, 

these  disadvantaged  farmers  have  realized  an  increase  of  $3.50  in  farm 

income. 

Assisting  Rural  During  the  early  1970's,  the  historic  trend  of  rural  people  migrating 

Communities     to  the  cities  was  reversed,  partly  as  a  result   of  aggressive  rural 

development  programs.  Rural  development  is  helping  to  insure  that 

government  programs  continue  to  be  the  people's  programs.  Each 

year,  Extension  educational  programs  help  rural  people  carry  out 

more  than  50,000  community  projects.  With  Extension  assistance, 

local   officials  and  other  community  leaders  are  making  the  new 

federalism  work. 
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The  number  of  youth  from  ethnic  minority  groups  receiving  the 
benefits  of  the  Extension  4-H  youth  program  increased  from  919,282 
in  1973  to  1,200,000  in  1975.  The  Cooperative  Extension  Service 
accomplished  this  through  updating  4-H  educational  projects,  using 
more  flexible  organizational  patterns,  and  expanding4-H  programs  in 
urban  areas  where  large  numbers  of  minority  youth  live. 

Extension  Home  Economics  reached  more  than  10  million  families 
i  n  1 976  with  educatio nal  p rograms  in  home  and  fam ily  1  ivi ng.  Of  those, 
more  than  350,000  families  and  800,000  youth  were  enrolled  in 
Extension's  Expanded  Food  and  Nutrition  Educational  Program, 
designed  to  improve  the  diets  of  low-income  families  through  nutrition 
education.  Approximately  700,000  homemakers  in  35,000  organized 
groups  assisted  Extension  home  economists  by  serving  as  volunteer 
leaders  in  extending  information  to  families  in  their  communities. 
Priority  audiences  for  Extension  Home  Economics  are  the  low-income 
families,  ethnic  minorities,  the  elderly,  youth,  young  families,  and  the 
handicapped. 
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FARMER  COOPERATIVE  SERVICE 

Producer  income  from  slaughtering  dairy  and  beef  cows  and  calves 
could  be  increased  in  the  Northeast  by  improvements  in  the  marketing 
system.  A  study  team  recommended  five  alternatives:  Regional 
auction  market  centers,  regional  electronic  exchange,  a  combination 
of  these  two,  contract  sales  programs  with  packers,  and  cooperative 
meatpacking  enterprises. 

Potato  growers  need  to  form  a  national  association  comprising 
existing  bargaining  associations  to  gather  information  necessary  to 
formulate  effective  bargaining  strategy.  The  national  organization, 
recommends  the  study  team,  would  ensure  compliance  with  various 
laws,  maintain  continuity  of  production  and  marketing  information, 
assure  adequate  and  equitable  financing,  and  bring  diverse  interests 
together. 

A  744-page  volume  updates  theprevious  edition  of  "Legal  Phases  of 
Farmer  Cooperatives"  published  in  1958.  Portions  are  available  in 
three  sections:  Sample  Legal  Documents,  Federal  Income  Taxes,  and 
Antitrust  Laws. 

Highly  fluctuating  broiler  prices  are  causing  four  producer  groups 
to  explore  the  possibility  of  cooperative  marketing.  FCS  has  provided 
feasibility  studies  and  is  assisting  the  groups  to  develop  sound 
economic  operations,  particularly  with  regard  to  financing. 

Regional  grain  cooperatives  handled  about  1.6  billion  bushels  each 
in  fiscal  years  1973-75,  compared  with  1.3  billion  bushels  in  fiscal  1972, 
a  continuing  annual  report  study  shows.  The  regionals  expect  to  add  at 
least  8  million  bushels  of  storage  capacity  during  the  next  2  years. 

Data  from  cooperative  fruit  and  vegetable  processors  indicate  can 
manufacturing  costs  could  be  reduced  markedly.  Only  one  joint 
operation  exists  and  two  more  are  under  consideration.  Potential 
savings  indicate  the  investment  could  be  fully  recovered  in  less  than  5 
years. 

In  continuing  work  with  several  cooperative  fishery  operations,  a 
study  determined  the  cost  of  building  a  processing  and  marketing 
facility  for  a  cooperative  in  south-central  Louisiana. 

To  assist  cooperatives  that  are  showing  an  increased  interest  in 
export  marketing,  fundamental  techniques  were  compiled  and 
published.  These  included  export  pricing,  overseas  shipping 
arrangement,  and  sales  and  services. 
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"Pseudo"  Co-op  Outside  promoters  have  been  engaging  in  "pseudo"  cooperative 
Activity  Exposed  organizational  activities  in  which  they've  tried  to  form  "cooperatives" 
tied  to  a  management  company  by  contracts  calling  for  management 
fees  plus  high  commissions  for  selling  debt-type  securities.  As  a  result 
of  fraudulent  practices  by  promoters,  thousands  of  farmers  lost 
millions  of  dollars.  Working  with  State  securities  agencies,  FCS 
assembled  information  and  presented  it  at  meetings  of  cooperatives 
and  university  personnel,  and  published  it  in  the  agency's  magazine  for 
cooperative  leaders. 

The  requirements  for  obtaining  reduced  costs  were  determined  for 
co-ops  in  the  Northwest  that  used  feed  ingredients  from  the  Midwest. 
Alternate  transportation  and  handling  systems  to  accommodate  unit- 
train  shipments  were  evaluated. 

Elements  of  an  effective  crafts  program  to  boost  senior  citizen 
income  were  published,  including  programs,  organizations,  and 
individuals  as  sources  of  assistance  in  forming  a  cooperative. 

FARMERS  HOME  ADMINISTRATION 

A  record  $6.25  billion  of  credit  and  other  financial  support  to 
agriculture  and  other  key  elements  of  rural  community  developments 
was  delivered  to  U.S.  rural  areas  during  1976  through  the  Farmers 
Home  Administration  (FmHA). 

Farm  credit  accounted  for  nearly  $2  billion  of  FmHA  loans  in  1 976. 
The  agency  was  an  important  source  of  credit  for  farm  ownership 
loans  and  operating  credit  to  family-size  farms.  It  also  administered 
Government  loans  for  farm  recovery  from  natural  disasters. 

Rural  home  financing  (amounting  to  $2.5  billion) provided  through 
FmHA  in  1976  included  a  record  share,  estimated  at  $470  million,  for 
development  of  more  adequate  low-cost  rental  apartment  housing 
needed  in  rural  communities. 

Rural  housing  credit  through  FmHA  became  available  this  year  in 
towns  of  10,000  to  20,000  that  are  outside  urbanized  (SMSA)  areas 
and  short  of  housing  credit  for  families  of  low  and  moderate  income. 
More  than  350  towns  in  this  population  range  were  added  to  FmHA's 
service  jurisdiction  as  the  agency  implemented  housing  legislation  of 
1974  and  1976.  FmHA  housing  credit  previously  had  been  limited  to 
the  rural  countryside  and  towns  of  not  more  than  10,000. 

The  maximum  interest  rate  of  FmHA  single-family  housing  loans 
dropped  from  9  to  8  percent  during  1976.  The  interest  rate  for  multi- 
family  housing  remained  at  a  maximum  of  9  percent. 

FmHA  completed  preparations  to  inaugurate  in  January  1 977  a  new 
service  in  guarantee  of  housing  loans  by  commercial  lenders, 
supplementing  the  regular  program  of  FmHA  rural  housing  loans. 
The  new  guaranteed  loan  program  will  apply  to  home  financing  for 
families  of  moderate  income. 

Funds  for  rural  community  facilities  and  business-industrial 
development  through  FmHA  exceeded  $1.8  billion  in  1976,  also  a  new 
agency  record  in  those  areas  of  rural  development.  Water  and  sewer 
systems,  fire  protection,  and  medical  facilities  were  the  most  common 
types  of  community  facility  projects.  Guarantees  by  FmHA  encour- 
aged commercial  lenders  to  extend  an  estimated  $470  million  to 
enterprises  employing  rural  people. 
Operations  FmHA  began  in  1976  the  implementation  of  a  management 
Improved  improvement  program,  designed  in  consultation  with  major  fiscal 
agencies  of  the  Government,  to  modernize  and  expedite  its  operations 
and  to  cope  with  a  swiftly  rising  volume  of  rural  credit  services.  The 
program  is  focused  on  maintaining  high  effectiveness  of  the  agency's 
loanmaking  and  loan  servicing  at  the  local  level. 
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FEDERAL  CROP  INSURANCE  CORPORATION 

Federal  Crop  Insurance  protection  for  insured  growers  reached 
nearly  $2  billion  in  1976,  setting  an  alltime  record.  Some  21  million 
acres  of  crops  were  insured  by  Federal  Crop  Insurance  against  loss 
from  drought  storms,  freeze,  disease,  and  insect  damage.  Total 
protection  of  crop  production  expenses  was  $1,995  million. 

Extensive  drought,  early  freeze,  and  other  factors  severely  damaged 
crops  in  many  areas  of  the  country.  Federal  Crop  Insurance  payments 
to  insured  farmers  whose  crops  were  destroyed  or  yields  reduced  will 
amount  to  an  estimated  $  135.6  million  or  more.  Nearly  25  percent  of 
all  insured  producers  suffered  crop  losses  in  1976  and  will  receive 
Federal  Crop  Insurance  indemnities. 
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FEDERAL  GRAIN  INSPECTION  SERVICE 

Following  enactment  of  legislation  amending  the  U.S.  Grain 
Stardards  Act,  the  Federal  Grain  Inspection  Service  was  established 
on  November  20.  This  new  agency  will  carry  out  provisions  of  the  act, 
including  those  requiring  that  all  grain  received  or  shipped  by  export 
elevators  be  officially  weighed,  that  export  grain  be  inspected  by 
authorized  Service  personnel  or  by  licensed  personnel  of  delegated 
State  agencies,  and  that  export  grain  companies  be  licensed  by  the 
Department.  In  addition,  the  new  agency  will  carry  out  standard- 
ization work  for  grain  and  related  commodities. 

To  strengthen  grain  inspection  supervision,  an  additional  425  grain 
inspection  supervisors  have  been  hired,  three  training  sessions  for  the 
new  employees  held,  and  three  new  field  offices  opened  or  planned. 

Actions  were  taken  under  the  U.S.  Grain  Standards  Act  to  suspend 
or  revoke  the  designations  of  two  official  grain  inspection  agencies  for 
apparent  wrongdoing,  and  the  licenses  of  1 0  inspectors  were  suspend- 
ed or  revoked  for  apparent  wrongdoing. 

The  first  substantial  revision  since  1964  of  the  U.S.  grade  standards 
for  wheat  was  adopted  in  1976,  with  an  effective  date  of  May  1,  1977. 
The  change  deletes  three  subclasses  in  the  grain  standards  for  Hard 
Red  Winter  wheat. 

A  departmental  grain  standards  committee  was  established  to  plan 
and  coordinate  a  grain  standards,  research,  testing,  and  adaptation 
program  for  grains  inspected  under  the  U.S.  Grain  Standards  Act. 


FOOD  AND  NUTRITION  SERVICE 

Food  Stamp  The  Food  Stamp  Program  continued  to  be  the  focus  of  public 

Reform  debate.  In  February,  the  Department  initiated  action  to  reform  the 
program,  as  President  Ford  directed,  by  amending  regulations 
through  the  normal  rulemaking  process.  The  reform  regulations, 
which  were  due  to  take  effect  June  1,  were  designed  to  redirect  food 
stamp  benefits  to  those  genuinely  needy  and  to  eliminate  the  non- 
needy  from  the  program,  at  a  Federal  savings  of  $1  billion  annually.  As 
a  result  of  a  suit  brought  against  the  Department,  the  Federal  District 
Court  has  granted  a  preliminary  injunction  against  implementing  the 
new  rules.  The  Justice  Department  in  August  filed  notice  of  its  intent 
to  appeal  the  court  ruling. 

Family  Food  As  the  economic  and  employment  situation  improved  during  1 976, 

Assistance  participation  in  family  food  assistance  programs  declined.  Participa- 
tion reached  a  peak  of  19.4  million  in  April  1975,  but  had  fallen  to  an 
estimated  17.3  million  people  by  this  past  September.  Of  the  latest 
total,  17.2  million  people  were  taking  part  in  the  nationwide  Food 
Stamp  Program,  and  the  rest  were  receiving  direct  food  donations 
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through  the  family  food  distribution  program,  still  operating  on  a  few 
Indian  reservations. 

Since  food  prices  remained  fairly  steady  in  1976.  there  was  no 
change  in  food  stamp  allotments  on  July  1,  and  there  will  be  no  change 
on  January  1,  1977.  The  allotment  for  a  family  of  four  is  $166,  with 
comparable  allotments  for  households  of  other  sizes,  based  on  the  cost 
of  the  Department's  Thrifty  Food  Plan. 

The  first  yearly  comprehensive  study  of  food  stamp  house- 
holds— "Characteristics  of  Food  Stamp  Households,  September 
1 975" — was  released  in  May.  Based  on  data  from  actual  case  records, 
the  study  profiles  1 1,327  participating  households  in  the  50  States,  the 
District  of  Columbia,  and  Puerto  Rico. 

June  4  marked  the  30th  anniversary  of  the  National  School  Lunch 
Program,  which  reached  a  new  peak  of  26  million  children  this  year. 

Substantial  progress  was  made  in  implementing  the  changes 
required  by  anew  law,  Public  Law  94-105,  which  Congress  passed  last 
year.  These  changes  expanded  the  school  lunch,  child  care,  and 
summer  feeding  programs;  added  more  flexibility  to  high  school 
menus;  and  led  to  a  nationwide  information  campaign  on  the  School 
Breakfast  Program. 

Major  task  during  the  first  half  of  1 976  was  to  implement  program 
changes  mandated  by  Public  Law  94-105,  which  extended  the  Special 
Supplemental  Food  Program  for  Women,  Infants,  and  Children 
(WIC)  and  set  an  annual  funding  level  of  $250  million.  Then,  on  June 
22,  as  a  result  of  a  suit  filed  against  the  Department,  the  U.S.  District 
Court  here  ordered  USDA  to  spend  an  additional  $  1 87.5  million  on 
WIC  through  September  30,  1978.  To  comply  with  this  ruling,  FNS 
prepared  a  funding  plan  allocating  approximately  $295.5  million  for 
fiscal  year  1 977  and  approximately  $309. 8  million  for  fiscal  year  1 978. 
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FOREIGN  AGRICULTURAL  SERVICE 

U.S.  farm  exports  are  expected  to  about  equal  the  $22.8  billion 
worth  exported  during  the  previous  12-month  period.  Total  export 
tonnage  may  be  below  last  year's  level,  but  higher  prices  for  soybeans, 
oilseed  products,  and  cotton  will  more  than  offset  the  decline. 

The  United  States  and  the  East  German  Government  reached  an 
understanding  on  long-term  development  of  trade,  particularly  in 
grains,  in  Washington  meetings  on  November  9.  The  understanding 
with  the  East  German  Government  is  similar  to  that  reached  with  the 
Polish  Government.  Meanwhile,  U.S.  and  Soviet  teams  continue  to 
exchange  visits  under  the  1972  agreement,  with  plans  for  1977outlined 
in  recent  Washington  meetings  with  the  Soviets.  This  year  two 
meetings  were  held  between  the  Soviets  and  the  United  States  under 
the  1975  Grain  Agreement. 

U.S.  agriculture  gained  representation  in  Egypt  with  the  naming  of 
an  FAS  staff  member  to  represent  agriculture  in  the  U.S.  Embassy  in 
Cairo. 

President  Ford  put  meat  import  quotas  into  effect  for  the  first  time 
since  legislation  was  enacted  in  1964.  Prior  to  this  year,  a  system  of 
voluntary  restraints  had  limited  meat  imports  in  some  years. 
Substantive  agreements  on  a  voluntary  restraint  program  to  govern 
trade  in  meat,  mainly  beef,  during  1977  have  been  reached,  with 
formalized  agreements  yet  to  be  completed. 

Loans  for  palm  HI  development  by  international  money-lending 
institutions  will  no  longer  be  supported  by  the  U.S.  Government  under 
a  policy  announced  by  Assistant  Secretary  Bell.  U.S.  vegetable  oil 
producers  fear  that  additional  development  of  palm  oil  production  will 
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substantially  undercut  the  world  vegetable  oil  market. 

FAS  Supports  FAS  provided  staff  support  for  the  recent  trip  by  Secretary  Knebel 

Secretary's      to  the  annual  meeting  of  the  FAO  in  Rome,  with  additional  stops 

International      added  in  Spain  and  London.  Earlier  this  year,  FAS  provided  support 

Meetings      for  Secretary  Butz's  10-nation  trip  to  meet  with  foreign  leaders  to 

discuss  prospects  for  U.S.  agricultural  exports. 

Livestock  The  newly  formed  U.S.  Meat  Export  Federation  (MEF)  signed  an 

Export      agreement  with  FAS  for  a  cooperative  program  of  overseas  market 

Group       development  of  cattle,  hogs,  and  sheep  and  their  products.  MEF 

Formed       participated  in  its  first  FAS  trade  show  in  Tokyo  in  October.  Sales 

from  the  show  far  exceeded  expectation. 
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FOREST  SERVICE 

An  assessment  of  the  Nation's  forest  and  rangeland  renewable 
resources,  including  projections  of  future  supplies  and  demands,  and  a 
program  for  Forest  Service  activities  designed  to  help  meet  the 
Nation's  future  needs  for  these  resources  were  submitted  to  Congress 
in  early  March.  The  documents  were  required  by  the  Forest  and 
Rangeland  Renewable  Resources  Planning  Act  of  1 974  (RPA).  Later, 
in  October,  more  than  100  representatives  from  State  and  Federal 
agencies  and  organizations,  including  conservation  groups,  industry, 
general  purpose  organizations,  and  the  press,  met  with  the  Forest 
Service  to  discuss  their  cooperative  roles  and  possible  inputs  into  the 
next  (1980)  RPA  assessment  and  program. 

On  August  30,  the  100th  birthday  of  Federal  forestry,  the  Chief  of 
the  Forest  Service,  U.S.  Department  of  Agriculture,  presented  the 
Secretary  with  a  "moon"  tree — a  loblolly  pine  seedling — at  a  ceremony 
marking  the  occasion.  The  tree  was  grown  from  seeds  carried  on  the 
Apollo  14  space  flight  to  the  moon  in  1971.  Astronaut  Rusty 
Schweickert  assisted. 

Measures  were  instigated  to  strengthen  the  safety  of  aerial  tramways 
at  the  170  ski  areas  which  operate  on  National  Forest  lands.  Such 
measures  include  detailed  inspections  of  all  locked  coil  cables;  the 
development,  in  cooperation  with  industry  and  other  Federal  and 
State  agencies,  of  additional  safety  standards;  and  the  complete  review 
of  procedures  under  which  the  Forest  Service  cooperates  with  States, 
other  Federal  agencies,  and  organizations  to  oversee  design, 
construction,  maintenance,  and  inspection  of  aerial  tramways.  A 
contract  was  awarded  to  a  certified  public  accountant  firm  to  develop 
a  procedure  for  review  of  National  Forest  proposals  for  price  changes 
in  ski  areas.  These  changes  have  been  proposed  to  ensure  that  services 
are  provided  to  the  public  at  reasonable  cost. 

A  $3.5  million  rural  community  fire  protection  program  was  funded 
for  the  second  consecutive  year.  The  program  provides  technical  and 
financial  assistance  to  rural  communities  to  organize,  train,  and  equip 
local  forces  for  fire  prevention  and  suppression. 

A  draft  report  on  the  Western  Forest  Insect  Issues  Study  to 
determine  the  nature  and  scope  of  the  insect  problem  was  completed. 
Preliminary  estimates  indicate  almost  27  billion  board  feet  of  salvable 
dead  timber  exists  for  all  ownerships  in  the  West. 

A  naturally  occurring  virus — nucleopolyhedrosis  (NVP) — that  is 
devastating  against  the  tussock  moth,  but  otherwise  apparently 
harmless,  was  successfully  developed  by  Forest  Service  scientists.  This 
virus  pesticide,  culminating  1 3  years  of  research,  was  approved  for  use 
by  EPA.  Research  efforts,  under  the  aegis  of  a  team  attached  to  the 
Pacific  Northwest  Forest  and  Range  Experiment  Station  at  Portland, 
were  intensified  by  forest  and  insect  disease  management  units  of  the 
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Forest  Service  in  California  and  Montana,  the  Agricultural  Research 
Service,  the  Canadian  Forestry  Service,  and  Washington  State 
University. 

An  assistance  project  for  minority  forest  landowners  was 
completed.  The  objectives  of  the  study  were  to  identify  minority 
landowners,  determine  their  participation  in  forestry  and  agriculture 
assistance  programs,  and  encourage  further  utilization  of  programs 
such  as  the  Agricultural  Conservation  Program  and  the  Forestry 
Incentives  Program. 

Since  the  President  signed  the  National  Forest  Management  Act  on 
October  22,  conferences  have  been  held  to  instruct  key  personnel  on 
how  to  implement  the  requirements  of  the  Act,  and  work  groups  have 
been  formed  to  expedite  land  management  planning,  timber  sales 
requirements,  and  public  participation  in  decisionmaking  processes. 
Final  regulations  on  timber  sales  will  be  disseminated  by  April  1,  1977. 
Land  management  planning  regulations  are  due  within  2  years,  and 
public  participation  regulations  by  August  1977. 


PACKERS  AND  STOCKYARDS  ADMINISTRATION 

Packers  and         Important  amendments  to  the  Packers  and  Stockyards  (P&S)  Act 

Stockyards     became  effective  on  September  13  with  the  President's  signature.  The 

Amendments     amendments  require  packers  who  purchase  more  the  $500,000  worth 

Go  Into     of  livestock  annually  to  obtain  bond  coverage.  Producers  also  now 

Effect     have  a  trust  in  inventories,  proceeds,  and  receivables  of  packers  to 

insure  that  payment  is  made  for  livestock  purchased  on  a  cash  basis. 

Prompt  payment  provisions  were  also  included.  USDA  wasalsogiven 

authority  to  go  directly  into  U.S.  District  Court  to  seek  a  temporary 

injunction  to  prevent  immediate  financial  damages  to  persons  within 

the  livestock  industry  from  unlawful  actions  of  persons  subject  to  the 

P&S  Act.  The  legislation  was  proposed  after  a  large  midwestern  meat 

packer  filed  for  bankruptcy  in  1975,  owing  more  than  $20  million  to 

producers  for  livestock. 

Results  Swift         The  Packers  and  Stockyards  Administration  (P&SA)has  been  able 

After  Changes     to  move  quickly   to  provide  greater  protection  for  the  livestock 

industry  following  the  amendments  to  the  P&S  Act.  It  has  obtained 

temporary  injunctions  against  four  separate  respondents,  preventing 

operations    which    appeared    likely   to    result    in    immediate   and 

irreparable  financial  damages.  The  respondents  were  enjoined  from 

operating  while  insolvent  and  not  having  sufficient  bond  coverage, 

from  operating  while  insolvent  and  failing  to  pay  for  livestock,  and 

from  violating  financial  and  payment  requirements.  Such  results  could 

formerly  have  taken  a  year  or  more  to  achieve.  A  Missouri  packer  has 

been  charged  with  using  funds  received  from  the  sale  of  meat  for 

purposes  other  than  payment  for  livestock  purchased  on  a  cash  basis, 

the  first  case  of  its  type  taken  under  the  new  legislation.  A  California 

firm   was   fined   $5,000  for   violating  financial  and  trust  account 

provisions.  It  was  the  first  civil  penalty  to  be  assessed  under  the  new 

legislation.   More  importantly,  the  firm  immediately  obtained  new 

financing  to  prevent  an  injunction  which  would  have  suspended  its 

operations. 

Regulations         A  package  of  regulations  and  statements  of  general  policy  to 

Are  Under     implement  the  prompt  payment  and  trust  provisions  of  the  recent 

Scrutiny     amendments  to  the  P&S  Act  has  been  proposed  and  is  open  for 

comment.  Regulations  to  implement  the  bonding  provisions  of  the 

amendments  have  alreadv  been  adopted  and  will  become  effective  on 

FebruarvS,  1977. 
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The  U.S.  Fifth  Circuit  Court  of  Appeals  has  held  that  aU.S.  District 
Court  did  not  have  authority  to  waive  $100-per-day  forfeitures  due 
from  17  Louisiana  stockyard  market  agencies  for  their  failure  to  file 
special  reports  within  the  time  allowed.  The  case  was  remanded  to  the 
lower  court  for  an  order  requiring  penalties. 

Four  north-central  Arkansas  livestock  markets  have  been  ordered 
to  start  using  a  per  head  charge  for  selling  livestock.  P&SA  had 
charged  that  the  firms'  percentage  type  tariffs  were  unreasonable  and 
discriminatory.  The  case  is  being  appealed  to  the  USDA  Judicial 
Officer.  A  similar  order  against  a  Texas  market  agency  operator  has 
been  appealed  to  the  U.S.  Court  of  Appeals. 

A  Pennsylvania  packing  company  was  charged  with  violating  fair 
trade  practices  after  it  threatened  to  discontinue  purchasing  livestock 
from  suppliers  who  refused  to  sign  credit  agreements.  The  firm  had 
previously  been  charged  with  failing  to  pay,  when  due,  the  full 
purchase  price  for  more  than  $332,000  worth  of  livestock. 
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RURAL  DEVELOPMENT  SERVICE 

Over  1,500  rural  communities  were  assisted  in  their  local  develop- 
ment efforts  through  resource  identification  and  technical  assistance 
provided  by  RDS.  This  service  has  proved  to  be  very  useful  to  small 
communities  which  lack  resources  to  deal  with  development  problems 
on  their  own. 

The  Federal  Assistance  Programs  Retrieval  System  (FAPRS),  a 
unique  computer  program  designed  to  quickly  provide  information 
about  Federal  aid  programs,  was  placed  in  nationwide  use.  The  system 
is  used  several  thousand  times  a  month  across  the  Nation. 

Production  of  interagency  annual  reports  on  rural  development 
goals;  financial  and  technical  assistance  for  nonmetropolitan  planning 
districts;  and  information,  technical  assistance,  and  government 
services  to  rural  America  was  coordinated  by  RDS.  These  reports  are 
used  each  year  by  various  interests  in  evaluating  the  rural  development 
effort  and  in  planning  new  ways  of  improving  rural  areas. 

Over  300  rural  leaders  from  31  States  received  training  in  the 
National  Rural  Development  Leaders  School  sponsored  by  RDS. 
Since  the  school  began  in  1973,  more  than  800  leaders  have  learned 
how  to  do  a  better  job  in  assessing  problems  and  development 
potential,  planning  to  overcome  problems,  marshalling  resources,  and 
in  designing  and  implementing  programs  and  projects. 

RDS  continued  emphasis  on  educating  and  informing  through  a 
broad  public  information  program,  including  press,  publications, 
radio,  television,  films,  exhibits,  and  a  slide  presentation.  The  agency's 
one-stop  service  for  handling  requests  for  information  and 
publications  from  various  sources  continued  to  be  used  by  numerous 
individuals  and  groups  needing  information  to  conduct  their 
development  work  for  rural  communities  everywhere. 

A  national  rural  development  information  system  to  collect, 
analyze,  and  disseminate  rural  development  information  is  being 
developed  by  RDS.  The  system  will  provide  a  central  location  for 
evaluating  information  on  topics  such  as  population  movement, 
housing,  jobs,  and  medical  facilities.  It  will  thus  enable  improved 
decisionmaking  by  all  concerned  with  aiding  rural  communities. 

A  2-year  demonstration  program  to  develop  a  model  for  use  by 
States  in  providing  more  effective  delivery  systems  is  in  the  making. 
Better  delivery  systems  are  needed  to  make  housing  and  community 
facilities  more  readily  available  to  lower  income  persons  who  are 
difficult  to  reach.  RDS  coordinated  the  HUD/USDA  effort  designed 
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to  fully  utilize  the  technical  assistance,  processing,  and  financing 
capacities  of  State  agencies  to  more  effectively  implement  Federal 
programs  in  rural  areas.  This  illustrates  continuous  RDS  efforts  to 
obtain  the  better  delivery  of  Federal  programs  to  the  rural  sector 
through  its  coordination  activities. 
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RURAL  ELECTRIFICATION  ADMINISTRATION 

Almost  $5  billion  of  loan  funds  were  committed  to  REA  borrowers 
in  1976.  Included  were  electric  loans  of  $743  million,  telephone  loans 
of  $273  million,  Rural  Telephone  Bank  loans  of  $151  million,  and  loan 
guarantees  of  $3.8  billion  ($3.7  billion  electric,  $157  million 
telephone).  REA-financed  electric  and  telephone  systems  serve  over  26 
million  people  in  47  States. 

Financing  in  the  REA  telephone  program  passed  $4  billion 
December  16  with  a  $2.7  million  loan  to  Garden  Valley  Telephone 
Company,  Erskine,  Minn.  The  loan  pushed  to  more  than  $4billion  the 
total  amount  of  telephone  financing  through  REA  loans.  Rural 
Telephone  Bank  loans,  and  loan  guarantees  since  the  program  was 
authorized  in  1949. 

On  October  21,  the  Rural  Electrification  Act  was  amended  to  revise 
the  criteria  for  special  rate  financing.  The  new  law  authorized  REA 
loans  at  the  special  interest  rate  of  2  percent  for  electric  borrowers 
which  have  either  two  or  fewer  consumers  per  mile  of  line,  or  an 
adjusted  plant  revenue  ratio  of  9.0  or  over,  and  for  telephone  systems 
with  three  or  fewer  subscribers  per  mile  of  line.  The  revised  criteria  for 
2  percent  financing  are  expected  to  save  the  U.S.  Treasury  $42  million 
over  the  next  5  years. 

The  first  firm  interconnection  between  the  eastern  and  western 
power  grids  of  the  United  States  was  made  December  8,  1976,  at 
Stegall,  Nebr.  The  intertie  is  REA-financed,  and  is  capable  of  moving 
100  megawatts  of  power  between  the  two  major  electric  grid  systems  of 
the  Nation. 

An  REA  loan  of  $22  million  was  made  on  May  25  to  restore  typhoon 
devastated  telephone  facilities  on  Guam.  The  loan  is  financing  a  larger, 
updated  telephone  system  which  will  be  storm  proofed  by  the 
installation  of  underground  lines.  The  new  system  will  consist  of  974 
miles  of  line  serving  18,640  subscribers. 

On  December  17,  REA  approved  $1  billion  in  loan  guarantee 
commitments  for  the  Missouri  Basin  Power  Project.  The  project 
involves  two  REA-financed  generation  and  transmission  cooperatives 
and  four  publicly  owned  electric  systems.  These  cooperative  and 
electric  systems  are  engaged  in  the  construction  of  the  1 ,500-megawatt 
Laramie  River  station  near  Wheatland,  Wyo.,  and  674  miles  of 
transmission  line  and  related  facilities.  About  1.5  million  people  will 
benefit  from  the  project. 

REA  approved  a  $823  million  loan  guarantee  commitment  to 
finance  the  purchase  of  30  percent  interest  in  two  1 ,150-megawatt 
nuclear  generating  units  of  the  Georgia  Power  Company  near 
Waynesboro,  Ga.  The  October  13  loan  guarantee  to  the  Oglethorpe 
Electric  Membership  Corporation  is  the  largest  single  loan  transaction 
in  REA's  41-year  history. 

On  March  16,  REA  approved  a  $3.2  million  loan  to  the  Cheyenne 
River  Sioux  Tribe  Telephone  Authority  in  Eagle  Butte,  S.  Dak.  This 
was  the  first  loan  to  an  Indian  tribe  in  REA's  26-year  telephone 
program.  The  loan  is  financing  single-party  telephone  service  to  about 
1,000  subscribers  on  the  Cheyenne  River  Indian  Reservation. 
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SOIL  CONSERVATION  SERVICE 

Modern  conservation  practices  to  protect  soil  from  erosion  gained 
in  popularity  among  farmers  and  ranchers  during  fiscal  year  1 976.  The 
number  of  miles  of  parallel  terraces  installed  during  the  year  jumped  to 
7,407  this  year  from  last  year's  4,955.  Farmers  also  used  minimum 
tillage,  including  no-till,  on  an  additional  2.9  million  acres,  bringing 
total  acreage  under  these  practices  to  about  38.7  million. 

Seventeen  small  watershed  projects  (Public  Law  566)  were 
completed  in  fiscal  year  1976.  More  than  $75  million  was  obligated  for 
construction  contracts,  topping  the  record  $74  million  used  for  flood 
prevention  dams  and  other  measures  2  years  ago.  About  9,400  man- 
years  of  construction  work  and  related  secondary  jobs  are  now  being 
generated,  most  of  it  in  high  unemployment  rural  areas. 

Farm  and  ranch  land  protected  under  Great  Plains  Conservation 
Program  (GPCP)  contracts  increased  by  some  4.2  million  acres  during 
1976,  bringing  the  total  acres  protected  under  long-term  contracts  to 
more  than  94  million.  The  50,000th  GPCP  contract  was  signed  during 
the  year. 

Nearly  54  million  acres  of  the  Nation's  land  were  mapped  to  show 
the  location  and  kinds  of  soil  during  fiscal  year  1976,  bringing  the  total 
acreage  mapped  to  more  than  1  billion.  Some44  million  acres  mapped 
in  1976  were  detailed  surveys.  A  record  101  survey  manuscripts  were 
sent  to  the  printer,  with  an  additional  36  going  during  the  3-month 
transition  period. 

Twenty-two  States  were  involved  in  fiscal  year  1976  in  the  emer- 
gency assistance  provided  under  the  Flood  Control  Act  of  1950.  More 
than  $10  million  was  obligated  to  install  such  emergency  work  as 
stream  bank  stabilization,  debris  removal,  and  re  vegetation  to  protect 
life  and  property  after  storms  and  floods. 

Twenty  new  resource  conservation  and  development  (RC&D) 
projects  were  added  by  the  Secretary  of  Agriculture  during  calendar 
1976 — 10  in  fiscal  year  1976  and  10  more  in  fiscal  year  1977.  These 
additions  brought  the  total  number  of  RC&D  projects  eligible  for 
assistance  from  USDA  to  178. 

The  Soil  Conservation  Service  (SCS)  helped  landowners  improve 
12.7  million  acres  of  land  and  water  for  the  specific  benefit  of  wildlife 
during  fiscal  year  1976.  They  also  helped  with  36,000 ponds  and  with 
conversion  of  more  than  200,000  acres  from  cropland  and  other  uses  to 
wildlife  and  recreation  areas. 

By  the  end  of  1976,  291  detailed  HUD  flood  insurance  studies  had 
been  initiated  by  SCS  in  43  States;  158  had  been  completed,  20  in  1976. 
A  total  of  200  cooperative  flood  hazard  analyses  had  been  started  in  35 
States;  99  were  completed,  36  of  them  in  1976. 

A  Georgia  firm  is  evaluating  the  environmental  condition  of 
Horserange  Swamp,  a  completed  small  watershed  (Public  Law  566) 
project  in  South  Carolina.  The  firm  will  develop  models  and  methods 
SCS  can  use  to  predict  better  the  environmental  impacts  of  future 
projects. 


STATISTICAL  REPORTING  SERVICE 

Special  Winter  In  April,  a  special  report   covering  winter  wheat  in  Colorado, 

Wheat  Forecast  Kansas,  New  Mexico,  Oklahoma,  and  Texas  evaluated  probable  acres 
for  harvest  and  prospective  production.  Such  a  report  is  usually  made 
early  in  May,  but  this  early  forecast  was  necessary  because  of  uncertain 
damage  to  the  winter  wheat  crop  from  dry  fall  and  winter  weather  in 
the  southern  and  central  Great  Plains. 
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The  January  report  on  planting  intentions  was  expanded  to  cover 
prospective  acreages  in  48  States  instead  of  the  35  as  in  other  years.  The 
second  seasonal  view  of  prospective  acreages  was  moved  from  a  March 
release  date  to  April  to  provide  current  information  just  prior  to  the 
major  spring  planting  period. 

The  release  of  major  crop  and  livestock  estimates  by  computer 
network  was  extended  to  all  States  except  Alaska  and  Hawaii.  The 
data  now  will  be  more  readily  available  to  the  public  and  other 
government  agencies. 

Increased  acreages  and  yields  that  approached  those  of  the  previous 
year  pushed  wheat  and  corn  production  to  record  levels  in  1976.  Total 
feed  grain  output  was  record  large  and  food  grains  nearly  matched  the 
1975  peak.  These  marks  wereachieveddespiteone  of  the  most  variable 
growing  seasons  in  recent  times.  Weather  patterns  leapfrogged  the 
country  and  brought  unusual  extremes  to  major  production  areas. 
Early  spring  dry  weather  placed  crops  under  severe  stress  in  the  central 
and  southern  Great  Plains.  The  winter  wheat  crop  hung  in  the  balance 
until  late  April,  and  May  rains  pumped  up  the  crop.  The  northern 
Plains  turned  dry  in  early  summer,  and  the  production  potential 
withered  away  as  moisture  avoided  the  Dakotas,  Minnesota,  and 
Wisconsin. 

SRS  updated  the  relative  importance  of  individual  commodities  in 
determining  index  numbers  of  prices  received  and  prices  paid  by 
farmers  from  a  1953-57  base  period  to  1971-73.  Under  this  new  base, 
the  importance  of  such  old  standby  items  as  cotton  and  tobacco  in 
determining  the  parity  ratio  dropped  sharply,  while  soybeans,  corn, 
and  beef  cattle  became  substantially  more  important. 

Approximately  7,500  new  land  area  segments  were  selected  in  18 
States  for  use  in  surveys  to  collect  reliable  economic  data  about 
agriculture. 
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